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ABSTRACT

Electronic customer relationship management is one of the most
challenging approaches. This is because of there is no accepted and
general definition for it, and also most firms have only a technologic
view of it. The purpose of this paper is giving a definition for e-CRM
and by giving a conceptual framework which is based on Porter value
chain, eeCRM would be divided into smaller and manageable activities
so then competitive position would be achieved. In addition, firms and
customers can have a more effective and efficient relationship to gain
maximum value, which leads to gaining competitive advantage for the
firms.

INTRODUCTION

The emergence of electronic business has changed many aspects of
current business and has created new firms with new business models.
Organizations, now, start to re-evaluate their fundamental relations:
Relation between firms and their suppliers, customers, government and
also their competitors.

In the digital world, many firms are facing with growing and complex
demands of customers that need immediate and high-level services
through multiple channels. To face these challenges, many firms,
choose electronic customer relationship management. This emerging
concept, gives organizations the ability to gain, integrate and dissemi-
nate data and information through their corporate websites [1]. In this
paper, we explain the conceptual framework of e-CRM, in which the
flow of gaining competitive advantage will be discussed. This framework
is similar to porter value chain in shape and in having value adding
activities.

WHY ORGANIZATIONS MOVE TOWARD E-CRM?

In digital world, customers have so many different types of needs that
couldn’t be satisfied with traditional solutions. In several years ago,
companies found interest in CRM, but in current years, firms who are
seeking for the ways to present the bests to their customers, would
consider e-CRM. There are many definitions for term e-CRM, but here
we present ours. E-CRM uses information technologies in order to
support strategically the execution of CRM. E-CRM is a combination
of hardware, software, processes, applications and management com-
mitment designed to support an enterprise-wide CRM business strategy
that will optimize customer satisfaction, customer loyalty, financial
performance (i.e. profitability, revenue) and finally competitive advan-
tage. The goal of e-CRM is to develop and maintain long-term
dependencies and relationships between firms and their customers.
Indeed it seeks for creating loyalty among profitable customers of a firm
[21.

In fact, CRM is a customer-oriented strategy that handles the most
valuable assets of an organization, called customers. CRM works with
any transaction that is related to customers and create value for both

firms and customers. So, CRM causes a very fascinating revolution:
transferring from product-oriented strategy toward a customer-oriented
strategy [3]. Considering the fact that Internet is used as one of the most
appropriate platform for many business transactions, traditional solu-
tions are not responsive anymore to basic principles of CRM.

Now, organizations have many channels to communicate mutually to
their customers [4]. These channels seldom interact with each other, so,
transferring information among channels and meaningful communica-
tions between channels and customers, are prevented. So, e-CRM should
have some kind of applications to integrate customers’ relations
through multiple channels, simultaneously and in real-time [5].

E-CRM strategies have a strong emphasis on creating and maintaining
an analytical database, because e-CRM strategies force firms to allocate
their capitals to customers who provide maximum value and have the
most potential value for the firm. E-CRM should consider optimizing
of customers' relation in 3 aspects: attraction, expansion and mainte-
nance [6, 7]. Attraction and expansion are not the difficult tasks of e-
CRM but maintenance or creating customers' loyalty in e-CRM is more
difficult than in CRM. In the next section, we will depict and explain
the components of our proposed conceptual framework for e-CRM.

A CONCEPTUAL FRAMEWORK FOR E-CRM

Today, although CRM is on top of firms priorities, there are many
unclear points about its definition and role. In order to fully understand
these ambiguities, we should view CRM from a strategic and systematic
approach, and recognize the components of customer value. A concep-
tual framework with a strategic approach for e-CRM covers definitions
and functions of every part and also includes adaptation of the model
to different firms which helps to use e-CRM as a managerial strategic
approach.

This framework is similar to porter value chain in shape and in having

value adding activities. In porter value chain two types of activities:
Primary Activities (including inbound logistics, Operations, Outbound
logistics, Marketing and sales, and after sales service) and Supportive or
Secondary Activities (including firm infrastructures, human resource
management, R&D, and procurement) run through a value chain that at
last result in firm goal achievements and gaining of competitive
advantage [8]. Customizing the framework for a customer centric
approach we mention that the only thing that determines final profit-
ability of a firm is customer and its satisfaction and loyalty to the firm.
So, al activities which help to this would be value adding and vital to the
firm success and position in the market. However, these CRM related
activities could not be effective without some supportive activities
helping primary ones running paralel to them.

In this framework, similar to porter value chain, we have two types of
activities: Primary and Supportive ones with the difference of being
customer centric and CRM related. As the company runs its primary
activities of Customer Acquisition, Retention and Expansion, it needs
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Figure 1. Conceptual framework of E-CRM
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some supportive activities such as channel integration and information
management. Information management activities deal with customer
database including 3 types of information: information of the customer,
information for the customer and information by the customer. An
important point in the framework is the initial phase which is Strategy
Formation that should be considered before any CRM implementation.

Components of this framework are shown in figure 1. Through the rest
of paper, each activity will be discussed in depth.

1. Strategy formation

Before speaking about CRM technological issues, managers should
consider CRM in the context of their overall business strategies. This
task needs a two dimensional emphasis: 1) on business strategy and 2)
on customer strategy of the firm. The more these two dimensions are
interrelated with each other, the more successful CRM strategy would
be. Through developing and reviewing business strategies, organizations
identify their key capabilities and the way they could transfer them as
value to their customers [9].

One important thing, while moving toward e-CRM, is existence of some
deficient CRM processes. If these processes become electronic and
automated, firm won’t be successful in its CRM strategy. So before
implementing technology and having e-CRM, top managers should
decide whether they should have BPR in their organization or not [10].

In customer strategies, customer types and their categories would be
identified. In this categorization, customers may be classified contradic-
tory to their expectations and preferences, and be put to a category
which is not correct from their point of view. E-CRM provides the
ability to have one-to-one relationship between firms and customers,
satisfy their expectations and solve this problem.

2. Multiple channel integration activity

One of key and strategic components for moving toward e-CRM, is to
develop a consolidated and relationship-based strategy for existing
channels (old ones) and web-based technologies (new and modern ones),
that is designed to enhance the relationships with customers (not only
reducing costs). So, it can be mentioned that e-CRM is multiple channels
which are get consolidated. If the goal of channels strategy is only cost
reduction, undesirable effects will appear [11].

It should be considered that a scattered channel strategy leads to
customers’ dissatisfaction, which eventually abolishes the whole busi-
ness. So channel strategy should:

. provide integration for all channels
. get integrated to use one customer-base
. Answer this question: what kind of interaction, customers

prefers to have with the firm.
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. Consider which channel is appropriate for what kind of custom-
ers and for what type of transactions.

Generally, channel integration in e-CRM is in order to create a single
view of customers. In traditional CRM, one customer with two interac-
tion channels is viewed as two different customers and so firms have a
weaker interaction with that customer. So, it could be concluded that the
most important goal of channel strategy is to create a single view of
customers even if they use different channels to interact with the firm.

3. Information management activity

This process includes customer data collection from all touch points and
omission of redundancies and using them to create an up-to-date and
complete profile of customers in order to enhance quality of interaction
between firms and customers.

In this process some tools are very useful and should be used appropri-
ately and in coordination with each other. These are listed as below:

I. customers database

Customers’ information would be saved and maintained in an integrated
and consolidated Web House (which is a web based Data Warehouse) that
could be accessed from all parts of a firm. Before entering the web house,
transformation process would be done on information to save the
integration of WH and to prevent the entrance of redundant informa-
tion.

Il. Analytical tools

In order to use web house efficiently, several types of analytical
applications like data mining, Web Mining and OLAP would be imple-
mented on these WHs. So, meaningful patterns and relations could be
extracted from customers' interactions and behaviors.

4. Customer Acquisition

From a strategic point of view, all the primary activities for attracting
customers like advertising strategies and marketing efforts are for new
customer acquisition and creating an image of firm brand name. Now,
if these activities are run through web, firms should do different sort of
tasks to recognize customer interests. Site visitor tracking and click
stream data bases are some of activities which help to recognize
customer interests and then to offer better products or services to them.

During customer acquisition, companies try to convert Web site visitors
and browsers into (hopefully repeat) buyers. Visualization tools can play
a key role in product evaluation and selection at this stage [12].

It's very straightforward to say that companies must acquire customers
to make business. Even firms with high retention rates lose customers
and thus must continuously acquire new customers to stay in business.
Because customer acquisition is a very expensive affair and because the
relationship developed during the acquisition phase strongly influences
retention and add-on selling, it must be carefully managed and evaluated
[13].

5. Customer Retention

Even by ignoring the fact that the cost of a new customer acquisition
is 5 times of retention of an old one, yet retention and expansion is more
important due to lack of sufficient information about new customers.

The goal of customer retention is to leverage customer acquisition
investments. Because customer acquisition is normally more expensive
than retention, it makes sense to find ways and mechanisms to extend
the duration of the relationship between firm and customer. Of course
the focus must be set mainly on the most profitable customers.
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6. Customer Expansion

In CRM, businesses invest their money on those customers which will
bring the most value for the firm. Customer expansion with focus on
retention of the most value adding customers needs precise strategies to
do.

In the expansion phase, core customers (the most valuable ones for the
firms) actively participate in the two-way interactions with the CRM
and expand the CRM’s customer base by word-of-mouth marketing.
Feedback or suggestion from these core customers (by-the-customer
information) may prove to be crucial for the CRM to introduce new
products, improve business processes, and satisfy customer needs.

7. Performance measurement and evaluation activity
In order to evaluate the performance, some criteria would be determined
through e-CRM system design stage. These criteria depend on different
goals of serving customers and should be aligned with overall operational
business criteria. Here the focus is on two elements of performance:
customer satisfaction and operational performance. In traditional
models, customers' satisfaction is examined through survey and com-
plaint system. Today, web technologies enable e-CRM to get feedback
from customers, immediately after interaction and in minimum time;
even feedback could be a part of interaction process. It is hoped that,
customer satisfaction lead to customer loyalty which is another crite-
rion for measurement of performance.

In financial performance evaluation, the most important criterion is
cost reduction, but it should not bother customers’ value. Increasing
revenues and value of stock are other criteria for financial performance.
At last, all these achievements besides increased market share and
possession of windows of opportunities, cause firms to have a competi-
tive position in the market and gain competitive advantage. [14, 15]

CONCLUSION

Although many CRM projects fail from all over the world, implementing
these systems, strategies and generally CRM-oriented thinking in-
creased. The growing trend of digital economy usage, encourage active
researches on CRM field to have a new perspective to CRM and apply
web and other digital economy facilities for better interaction with
customers. In result, eeCRM has presented as an approach which could
help solving many organizational problems.

Presented framework will be tested in order to measure its efficiency.
Apparently the results will be published in next papers by the authors.

Finally, successful implementation of e-CRM needs top management
support and all labor and people commitment. It is considerable that
heavy investments in IT, can't be replaced instead of human resource
investments, because e-CRM needs interaction and cooperation and
most of all, integration (information integration, different IS integra-
tion, channel integration, resource integration and function and process
integration; to be sure of their productiveness, customer — orientation
and performance competitiveness).
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